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Industrialization Spurs 


District Income Growth 


MEASURE regional economic growth 
welfare, few statistics are meaning- 
ful personal income. addition, since in- 
come figures measure the net result count- 
less human endeavors, they indicate the 
relative importance many income-produc- 
ing activities. provide information this 
sort for geographical areas within the Nation, 
the Department Commerce annually 
publishes statistics the flow income 
individuals each state. From these data 
possible judge the growth and com- 
position income particular area relative 
the national trend and other states. 

the Tenth Federal Reserve District (in- 
the seven states which lie either 
completely partly within the region) in- 
come has been rising rapidly since World War 
Il. The growth the decade following 1946 
amounted per cent. Still, the rate has 
been less rapid than that for the Nation 
whole. part, the misfortunes agriculture 
contributed this condition. the same 
time, the growing share personal income 
stemming from nonfarm activities, and from 
manufacturing particular, readily appar- 
ent. Evidence the trend toward industriali- 
zation this region, conveyed employ- 
ment estimates, the Census Manufactures, 
and other data, has been reported earlier 
articles this Review. 


The General Trend 


While personal incomes the District in- 
creased substantially during the postwar pe- 
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riod, the average rate gain lagged behind 
the national growth. Year-to-year changes 
incomes for this area, ranging from 0.5 per 
cent decline nearly per cent gain, were 
more favorable than nationally only four 
occasions. And two these cases—1948- 
and 1953-54—the better showing this 
area reflected the relatively lighter impact 
the recessions the District economy. 

Differences composition between the 
District and national economies account for 
much the variation patterns income 
change. important factor, course, the 
higher proportion farm income this re- 
gion. Fluctuations farm production and 
prices have resulted sharp variations the 
contribution agriculture District personal 
income. the same token, manufacturing 
relatively more important nationally and the 
quick response factory activity business 
cycle fluctuations has contributed marked 
changes income flows. 

general, District gains personal in- 
come during the earlier postwar years—the 
1947-52 period—averaged slightly higher than 
for the Nation. The nonfarm sector this 
area was expanding rapidly and farm incomes 
held fairly well. Between 1952 and 1956, 
however, drought conditions 
low farm prices combined reduce sharply 
farm incomes the District states. addi- 
tion, the growth income from nonfarm ac- 
tivities just matched the national pace after 
1952. result, the District share the 
Nation’s personal income was reduced from 
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peak 7.2 per cent 1952 6.8 per cent 
1956. 

Per capita income the District has 
continued run below the national level. With 
the population this region holding 7.6-7.8 
per cent the total and with little 
change the District’s share personal in- 
come, per capita income has ranged between 
and per cent the national average 
the postwar period. general, the more 
favorable comparisons accompanied years 
relatively high farm income. 


Farm Income Down 


Personal income from farming (wages and 
salaries farm workers added farm pro- 
income) 1956 was less than half 
the 1948 peak. Since farm income usually 
behaves rather erratically, however, the down- 
ward trend has been irregular during the in- 
tervening years. Except for rather poor show- 
ing 1949-50, District farm income held 
reasonably high levels from 1947 through 
1952. the following years, income was 
substantially lower, however, and 1955 and 
1956 the flow from agriculture declined fur- 
ther. Although farm income nationally also 
fell below earlier levels, the decline this 
region was much more severe. District farm 
owners and workers received only about 
per cent the Nation’s farm income 1956 
compared with per cent 1947. The farm 
sector has made increasingly smaller contri- 
butions total personal income the Dis- 
trict, also. 1947, farm income comprised 
nearly per cent the total, but following 
steady decline, accounted for only per 
cent 1956. 

For 1957, although personal income data 
for District states are not yet available, com- 
parable information for the farm sector in- 
dicates that recovery from the 1956 low 
under way. discussion the recent im- 
provement farm prices and production ap- 
peared the July 1958 Monthly Review. 
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Nonfarm Income 


Personal income the nonfarm 
sector, the other hand, has continued ex- 
pand throughout the postwar period. 1956, 
nonfarm income this area was nearly double 
the 1947 volume, with income each the 
intervening years surpassing the previous 
year’s level. Although the District gain for 
the period topped the per cent increase na- 
tionally, most the faster growth occurred 
the earlier years. Between 1947 and 1952, 
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nonfarm income the District increased 
per cent compared with per cent rise na- 
tionally. Between 1952 and 1956, however, 
nonfarm personal income this region, 
well the Nation, increased per cent. 

During the 1947-52 period, expansion 
almost all types District nonfarm activity 
proceeded faster rate than nationally. 
For example, factory employment the Dis- 
trict states jumped about one fifth between 
1950 and 1952 and factory wages and salaries 
increased about two fifths. The sharp rise 
defense-oriented manufacturing this region 
during the Korean War period was impor- 
tant contributing factor. Reflecting the sub- 
stantial growth District economic activity, 
this region’s share total nonfarm income in- 
creased from 6.3 per cent 1947 6.7 per 
cent 1952. 

Since 1952, the gain District nonfarm in- 
come has paralleled that for the Nation. And 
for the most part, individual sources in- 
come have maintained their 1952 shares. 
Government and mining income this re- 
gion has continued grow slightly relative 
the national average, while expansion 
construction, trade, service, and transporta- 
tion income has been somewhat less rapid. 
With the slight shifts among the various sec- 
tors offsetting one another, nonfarm income 
the District has continued run about 
6.7 per cent the Nation’s total since 1952. 
income from nonfarm sources expanded 
and farm income declined, the share the 
former rose from per cent the District 
total 1947 nearly per cent 1956. 
For the United States 1956, about per 
cent all personal income was attributed 
nonfarm activities. 

All District states have shared significantly 
the growth nonfarm income 
war gains most have compared quite fa- 
vorably with increases other states. New 
Mexico, Colorado, and Kansas were among 
the top states terms relative gains 
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HOW THE DISTRICT STATES FARED 
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nonfarm income during this period, while 
Oklahoma and Wyoming ranked 17th and 
19th, respectively. Gains Nebraska and 
Missouri were approximately equal the 
national average increase. 


The Changing Pattern Nonfarm Income 


The rapid expansion nonfarm income 
the has been accompanied sev- 
eral significant shifts the relative impor- 
tance sources income. Growth manu- 
facturing activity many areas the Dis- 
trict has culminated very substantial in- 
creases income. 1956, payments in- 


the subsequent discussion, dealing largely with 
the components nonfarm income, data for Missouri 
are not included. While has been useful include 
data for that state the foregoing discussion over- 
all trends, the magnitude industrial activity the 
non-District portion Missouri, particularly St. 
Louis, would distort the pattern activity which 
typical throughout most the Tenth District. Un- 
fortunately, this restriction also eliminates the cities 
Missouri falling the Tenth City, 
St. Joseph, and Joplin are the largest—from the dis- 
cussion. addition, lack data sufficient detail 
for 1947 necessitates shifting 1948-56 compari- 
son. 
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dividuals engaged manufacturing the six 
states—Colorado, Kansas, Nebraska, New 
Mexico, Oklahoma, and Wyoming—were more 
than double the 1948 level. Accordingly, in- 
dustrial personal income accounted for about 
per cent the total gain civilian non- 
farm income from current production—a sub- 
stantially greater than proportionate share 
view the fact that manufacturing con- 
tributed only per cent the total 1948. 
Indeed, manufacturing has contributed more 
than any other sector the relatively larger 
gain nonfarm income this area than 
nationally. 

Since wages and salaries make large 
proportion personal income, the increase 
industrial income largely reflection 
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NOTE: Equal slopes indicate equal rates change. 
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the substantial gains manufacturing em. 
ployment. But reinforcing the influence 
additional workers, second factor—the high- 
pay scales industrial workers—has helped 
boost income this sector. 1956, the aver- 
age annual factory income this region was 
about $800 higher than the average income 
for all nonfarm workers. 

While personal income from other nonfarm 
activities also doubled between 1948 and 1956, 
none contributed much manufacturing 
the higher level income this area. For 
example, the increase income from finance, 
insurance, and real estate operations matched 
the 113 per cent gain for manufacturing, but 
even after this sizable gain these activities ac- 
counted for only per cent the District 
total. Similarly, the large relative gains 
communications and public utilities and 
government did not weigh heavily the 
total, since they represent smaller sectors. 
Among the major sources income, trade 
ranked second manufacturing terms 
absolute gain—contributing $887 million more 
than 1948 compared with $935 million 
increase Although the trade 
gain for the period, remained the largest 
source nonfarm personal income the 
District. However, the margin has narrowed 
substantially between the two top sources— 
trade and manufacturing—due the rapidly 
growing importance the latter. 

The rising significance industrial income 
throughout this area indicated its ex- 
panding contribution nonfarm income 
the six District states. Although wide varia- 
tions exist among the states, both the 
share nonfarm income attributable 
manufacturing activity and recent 
growth the industrial sector, several states 
have experienced notable gains the rela- 
tive importance factory income. Kansas, 
for example, manufacturing income per 
cent civilian nonfarm income from cur- 
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rent production rose more than percentage 
points between 1948 and 1956. After this 
gain, nearly one fourth the state total was 
identified with the industrial sector. 
New Mexico, also, manufacturing activity has 
become much more important source in- 
come recent years. 1948 only per cent 
nonfarm personal income came from manu- 
facturing, but 1956 more than per cent 
the total stemmed from that source. 
Oklahoma and Nebraska, manufacturing in- 
comes had increased nearly per cent 
the total 1956. While smaller gains, rela- 
tive total nonfarm income, were charac- 
teristic Colorado and Wyoming, they 
nevertheless marked substantial increases 
factory income. Colorado, particularly, 
expansion was spread evenly throughout 
the nonfarm sector that the gain manufac- 
turing did not appear dramatic other 
cases. All District states except Wyoming 
marked larger relative gains manufac- 
turing income between 1948 and 1956 than 
the national average. 


Composition Industrial Income 


While personal income arising from indus- 
trial activity 1956 was more than double 
the 1948 level, some manufacturing activities 
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contributed more than others. result, 
some significant shifts the composition 
industrial income have occurred since 1948. 
Among the individual industries which ac- 
counted for least per cent manufactur- 
ing wages and salaries 1956 and which con- 
tributed collectively per cent the total, 
only three gained relative importance, four 
declined, and two maintained their 1948 posi- 
tions. Thus, apparent that large share 
the growth manufacturing income can 
traced relatively few developments. 

far the most important expansion, 
would expected from the course em- 
ployment, has occurred 
equipment—primarily aircraft and parts. 
virtue ninefold gain personal income 
between 1948 and 1956, the contribution 
this source rose from per cent total manu- 
facturing income 1948 per cent 
1956. Income from the fabricated metal in- 
dustry (including ordnance) experienced the 
next largest relative gain, 233 per cent, and 
1956 accounted for per cent the total 
compared with per cent share 1948. In- 
come from nonelectrical machinery manufac- 
turing 1956 was about times the 1948 
level, boosting nearly per cent the 
total. Thus, these three important sources 
manufacturing income accounted for per 
cent the total 1956, more than twice the 
1948 share. 

contrast, four other important sources 
manufacturing income experienced declining 
shares. The sharpest dip occurred the food 
sector marked much smaller-than- 
average gain the postwar period. re- 
sult, income from food processing declined 
from per cent the total 1948 
per cent 1956. Income arising from the out- 
put petroleum and coal products also de- 
clined substantially relative importance, 
slipping from per cent share per 
cent share. Similarly, gains printing and 
publishing and primary metals were not 
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PATTERNS MANUFACTURING INCOME 


Six District Stetes United States 
Per Cent Total Per Cent 
1948 1956 1956 


Transportation equipment 
(excluding autos) 

Nonelectrical machinery 

Fabricated metal 


Food 
Printing and publishing 
Products petroleum 
and coal 
Primary metals 


Chemicals 

Stone, clay, and glass 
Rubber 

Autos and equipment 
Electrical machinery 
Lumber and wood 
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Pulp, paper, and products 
Instruments 

Leather 


SOURCE: Department Commerce. 


sufficient maintain their 1948 status. the 
chemical and the stone, clay, and glass in- 
dustries, near-average increases income be- 
tween 1948 and 1956 perpetuated their per 
cent shares. 

Among the other major industries which, 
group, account for the remaining per cent 
personal income from manufacturing, only mi- 
nor changes relative importance occurred. 
none did the share the tetal shift 
more than percentage point. While several 


lines, such electrical machinery, have 
marked sizable increases income, these 
are relatively small and wield little influence 
changing the over-all pattern factory 
income. 


Concluding Remarks 


Since more than half the types 
turing activity represented the District 
make only nominal contributions total in- 
come and changes several larger sectors 
have been minor, the most important shifts 
sources income have centered the food, 
aircraft, fabricated metal, and petroleum in- 
dustries. And within this group the most sig- 
nificant development has been the rise the 
aircraft industry from ninth second 
source factory income. 

general, the effect these changes has 
been bring the District pattern factory 
income closer that for the Nation. For ex- 
ample, the relatively larger shares District 
income contributed the machinery and 
fabricated metal industries were the direc- 
tion closer conformity. Similarly, the de- 
cline relative importance food, printing 
and publishing, and petroleum products fol- 
lowed this trend. Thus, not only has the Dis- 
trict made progress toward the national level 
industrialization, but also the relative im- 
portance the various types industry has 
shown tendency toward equalization. 


The 


Runoff Inventories 


SHARP LIQUIDATION business inven- 
tories since last autumn constitutes one 
the most significant and perplexing features 
the current recession. During the first half 
year the recession, the decline gross na- 
tional product amounted $20 billion, 
seasonally adjusted annual rates, and was 
concentrated largely the business invest- 
ment sector. Total business investment fell 
$17 billion, which $12 billion represented 
inventory changes. The change the inven- 
tory sector reflects shift from accumulation 
$2.2 billion rate the third 1957 
liquidation $9.5 billion rate the first 
quarter this year. Business disinvestment 
inventories continued rapid pace 
the second quarter, holdings durable 
goods both manufacturing and trade levels 
were trimmed sharply. 

The rate which businesses reduced their 
stocks goods the early months this year 
was much more rapid than any time during 
the two earlier postwar recessions. Yet, the 
term “inventory recession,” which was vaguely 
applied those downturns even though was 
recognized that inventory liquidation was not 
the only cause declining activity, does not 
seem applicable the current contraction. 
The failure growth real demand keep 
pace with the expansion industrial capacity 
and the resulting rise unused capacity 
key industries much more pressing con- 
sideration the current economic decline. 

Inventory changes the postwar years 
have rarely exceeded $9.5 billion rate 
absolute terms. time, prior the first 
quarter this year, has liquidation been 
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that large and only four quarters was ac- 
cumulation greater than $9.5 billion rate. 
Those periods occurred under the special cir- 
cumstances the Korean War. The economy 
considerably larger today; nevertheless 
limitation inventory adjustments grows 
out the fact that efforts make sweeping 
changes are partly self-defeating. Attempts 
business liquidate very rapid rates 
may reduce the volume employment 
and income that final demand will weaken 
and make rapid runoff difficult. the other 
hand, adding inventories generates income 
and, attempted too broad scale, may 
produce expansion income and final 
demand which would thwart such rapid 
accumulation. 

During the current recession, the very rapid 
rate liquidation was permitted the con- 
tinued strength final demand strength 
which was unrelated business inventory 
policy. Increased demands came from state 
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The Runoff 


and local governments and much smaller 
scale from residential nonfarm 
addition, personal consumption was fairly 
well maintained, due small measure 
the income-bolstering effect expanded un- 
employment compensation and social security 
payments. consequence, the decline 
final demand during the first months the 
recession was less than per cent, compared 
with decline GNP more than per 
cent. 


Inventories Grew Burdensome 


Relatively few businesses produce sell 
exclusively order. For the most part, they 
are obliged base their decisions governing 
future activity levels upon estimates the de- 
mands their customers. order facilitate 
sales and output under such uncertainty, busi- 
nesses hold stocks goods. Broadly speaking, 
allowing for seasonal differences, business 
firms attempt maintain more less con- 
stant relationship between their stocks and 
sales. When sales are increasing, expected 
increase—or, introduce some other vari- 
ables, future prices are expected 
higher supplies short—inventories are built 
up. Under reverse conditions, action would 
taken reduce stocks which current pros- 
pective conditions indicated were intolerably 
large. Thus, although the relationship in- 
ventories sales may increase decrease, 
eventually elicits corrective action the part 
business. 

During the 1955-57 boom, inventories were 
built rapid rate. The book value 
total business inventories increased more than 
one fifth the years following the autumn 
1954. About per cent the increase 
was accounted for manufacturing stocks, 
primarily durable goods industries. 
business sales surged upward during the early 
months the boom, inventories lagged be- 
hind and the inventory-sales ratio fell some- 
what. Gradually the trend was reversed and, 


when growth sales began slow and 
particularly after sales reached peak early 
1957, the ratio mounted swiftly. autumn 
last year, inventories were clearly burden- 
some, particularly for durable pro- 
ducers. When sales failed pick the 
autumn months, the inventory runoff began. 

Manufacturing has led the current busi- 
ness contraction and has borne the major reduc- 
tions output and sales. New orders durable 
goods producers (seasonally adjusted reached 
peak the last half 1956 and sales Janu- 
ary 1957—several months prior the decline 
general activity. From their highs, new orders 
have fallen about fourth and sales are off 
about fifth. consequence, producers 
hard goods have severely curtailed produc- 
tion and have liquidated significant part 
their inventory. Between September last 
year and May 1958, durable goods manufac- 
turers reduced their stocks about $2.8 
billion, accounting for two thirds the de- 
cline total business inventory book values. 


Some Industry Developments 


the durable goods sector, liquidation has 
centered largely transportation equipment 
and machinery—groups which also contributed 
most the preceding build-up stocks. 
matter fact, two industrial lines these 
have accounted for third the inventory 
reduction among all durable goods industries 
since last autumn. Their ability liquidate, 
turn, has been enhanced relatively favor- 
able demand situations. Both industries have 
fared comparatively well during the reces- 
sion. New orders during the spring benefited 
from rise defense orders and the de- 
mands electric utilities. addition, sales 
were only about per cent under the year- 
earlier levels compared with average de- 
cline nearly per cent for all durables. 

Among nonelectrical machinery manufac- 
turers, stock-sales ratios the spring were 


only slightly higher than previously, pro- 
ducers met with some success adjusting in- 
yentories reduced sales. the other hand, 
motor vehicle producers apparently found their 
situation less tractable. Auto sales remained 
weak and the backlog defense business 
among auto firms was down substantially. 
consequence, the stock-sales ratio for the 
industry the spring 1958 was substan- 
tially higher than year earlier. 

two other hard goods industries—primary 
metals and stone, clay, and glass—inventories 
have remained near peak levels, while 
sales have fallen markedly. the same time, 
however, judging from the limited data avail- 
able and activity levels fabricating indus- 
tries, consumers’ stocks finished steel, lead, 
and have been drawn down substantially. 


HARD GOODS PRODUCERS BEAR MAJOR 
ADJUSTMENTS 
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NOTE: January 1957 was the month peak sales for 
durable goods producers. 


SOURCE: Department Commerce. 


Monthly Review August 1958 


Inventories 


Liquidation among producers hard goods 
has been centered almost entirely working 
stocks. Goods process have been reduced the 
most, reflecting the reduced level output. 
addition, stocks purchased materials have 
been drawn down. rule, manufacturers 
adjust working stocks rather promptly re- 
sponse changes sales, while changes 
finished goods stocks usually lag. the cur- 
rent cycle, finished goods inventories con- 
tinued rise until the end 1957. Since 
then, they have been reduced somewhat. 

For producers nondurable goods, the 
other hand, inventories were maintained 
fairly steady levels through most 1957. 
small amount liquidation has occurred 
since January. Meanwhile, sales have fallen 
modestly per cent over the year 
the inventory-sales relationship. the 
food and beverage and the tobacco indus- 
tries, manufacturers’ stocks are lower relative 
sales than year earlier. both lines, 
inventories have been reduced while sales 
have been steady stronger. other soft 
goods petroleum, chem- 
icals, textiles, and paper—ratios inventory 
sales have been above the levels year 
earlier. 

the retail level, business firms have 
trimmed their inventories about per cent 
since the December-January peak. Except for 
auto dealers, retailers have been successful 
keeping inventories line with sales. the 
sales peak the summer last year, the 
ratio stocks sales for nonautomotive firms 
was 1.43 and May this year was 1.41. 
Auto dealers have not been fortunate. 
While they have accounted for about three 
fifths the decline total retail inventories, 
their stocks have remained high relation 
sales because the sharply reduced sales 
volume new cars. 

Wholesalers’ stocks also have been reduced 
the early months this year. May, 
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The Runoff Inventories 


STOCK-SALES RATIOS ARE HIGH BUT 
DOWN FROM PEAKS 


Total and 
Manufacturing 
Durable goods 
Nondurable goods 
Wholesale trade 
Durable goods 
Nondurable goods 
Retail trade 
Durable goods 
Automotive 
Nondurable goods 


NOTE: Ratio end-of-month inventories sales for 
month, both seasonally adjusted. 
SOURCE: Department Commerce. 


inventories were about per cent lower than 
the levels which prevailed throughout much 
last year. During the winter, sales fell off 
more rapidly than supplies and the stock-sales 
ratio edged upward 1.20 March. 
sales firmed April and May, and with in- 
ventories continuing decline, the ratio 
slipped lowest level since August 
last year. 


Trends Ahead 

Inventory reductions typically assume 
prominent role the initial stages eco- 
nomic downturns. This has been the pattern 
during the current contraction. Yet, total 
business inventories have been reduced 
less than per cent, while sales business 
firms have declined nearly twice much 


from their peak. During both the earlier 
postwar recessions, the relative inventory de- 
cline from peak trough exceeded the cur- 
rent drop. 

the present time, although excessive in- 
ventory holdings the hands many 
facturers have been reduced, stocks are still 
burdensome. Stock-sales ratios, which reached 
the highest levels the postwar period, have 
receded somewhat, however. This reflects not 
only the reduced holdings inventory but 
also the recent improvement manufactur- 
ing and trade sales, which has included dur- 
able goods. 

view adjustments already made—par- 
ticularly the working stocks durable 
goods producers—and the recent firmer 
tone sales and production, tapering off 
the rate inventory reduction seems order. 
From the viewpoint production and em- 
ployment this would offer stimulant. re- 
duction the rate which inventory 
liquidated has the same effect production 
increase the rate accumulation. 
renewed accumulation, however, will depend 
largely upon the future strength the trend 
new orders and this connection, 
seems worth noting that, while slowing 
down inventory liquidation will provide 
slight stimulating effect, sustained eco- 
nomic recovery rests heavily the renewed 
growth final consumption. 
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District Deposits 
the 


UPSWING 


RECENT bank deposits the 

Tenth Federal Reserve District creates 
renewed interest comparing District de- 
posit behavior with the upswing banks 
across the Nation and noting the compara- 
tive expansion rates major District cities. 
optimistic note has appeared the Dis- 
trict deposit picture, not only because sub- 
stantial gains from year-ago levels have been 
registered, but also because District members 
have maintained their share total deposits 
all member banks the Nation. The cur- 
rent year offers promise being the first 
since 1952 which District deposits advance 
line with the national trend. 

This article reviews the recent deposit ex- 
pansion District banks the perspective 
changes occurring over the past few years. 
this longer perspective, observed differ- 
ences deposit behavior between the Dis- 
trict and the Nation appear reflect the 
pace District economic activity relation 
the national trend. However, short 
periods time, regional levels economic 
activity and regional deposit totals are less 
closely correlated. variety other forces— 
such decisions individuals the 
forms which hold accumulated savings 
and the size and location state and local 
government deposits—also affect District bank 
deposits and are especially important influ- 
ences the growth deposits within indi- 
vidual District cities. Thus, while the new up- 
ward trend reassuring both bankers and 
their customers, cannot taken ac- 
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curate indicator economic conditions 
this region compared with the Nation. 


District and National Deposit Growth 


During the first half 1958, the marked 
contraseasonal gain total deposits per- 
mitted expansionary monetary policies was 
apparent the District well the Na- 
tion. Total deposits District member banks 
June averaged $7,705 million—more than 
per cent above the year-earlier level. Signifi- 
cantly, the District growth rate the past 
year has paralleled that the Nation, 
indicated the fact that the share 
total deposits June 1958 stood the 
same figure year earlier—4.5 per cent. 

These recent deposit gains followed 
year period which total deposits District 
member banks remained relatively stable, 
while total deposits nationally were exhibit- 
ing moderately rising trend. fact, Dis- 
trict deposit growth began lag behind the 
national rate early 1953, coinciding with 
the onset the reduction District agri- 
cultural income and with declining produc- 
tion defense-oriented industries. The great- 
est divergence between the rates deposit 
growth the District and the Nation, how- 
ever, occurred between 1955 and 1957. This 
seems reflect not only the continuation 
depressed agricultural conditions but also the 
failure the District participate fully 
the Nation’s business boom. 

Recognizing that changing economic condi- 
tions need not immediately reflected 
the behavior bank deposits, not sur- 
prising that District deposits 1958 have not 
risen more rapidly than the national totals, 
even though agricultural income has im- 
proved materially businesses 
have not felt the full impact general re- 
cessionary tendencies. The behavior de- 
posits relation changes income dur- 
ing the previous recession case point. 
Between 1953 and 1954, personal income in- 
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District Deposits 


creased the District 2.1 per cent, 
somewhat larger gain than between 1952 and 
1953. the Nation, the relative stability 
personal income between 1953 and 1954 con- 
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trasted with gain over per cent the 
previous year. Yet there was little change 
the comparative growth rates deposits 
the District and the Nation over this period. 
However, regional economic activity con- 
tinues hold well relation national 
levels, District banks forthcoming months 
might enjoy increase from present levels 
their share total member bank deposits. 
Increases Appear Time Accounts 

Growth District deposits during 1958, 
and indeed over the past 314 years, has been 
almost entirely time accounts. Demand 
balances have advanced somewhat since last 
fall return the 1955 average level, but 
time deposits June were more than per 
cent above the 1955 average. 

Expansion time deposits was relatively 
modest 1955 and 1956, but after authority 
was granted increase the rate return 
per cent—effective January 1957—growth 
was spectacular. Spurred rising interest 
rates, time deposits District member banks 
advanced 13.1 per cent during 1957. Approxi- 
mately one fifth the gain, however, was at- 
tributable nonrecurring transfers time ac- 
counts state and local government demand 
balances, especially Kansas and Colorado. 

Further acceleration the rate growth 
time accounts was noted the first half 
1958, time deposits advanced per cent 
during the 6-month period—almost equal 
the growth all 1957. major factor con- 
tributing the recent marked increase the 
growth rate has been the sharp decline since 
last fall yields alternative investments, 
leading individuals sell securities and 
hold accumulated savings time deposits. 


Deposit Trends Reserve City 
and Country Banks 
While both reserve city and country banks 
have participated the recent surge Dis- 
trict deposits, relatively larger increases oc- 
curred reserve city banks the first half 
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1958. June, their total deposits averaged 
per cent higher than the comparable 
month 1957, while growth 6.9 per cent 
was registered country members. 
evident the chart page 14, 
reserve city banks still trail country members 
terms growth rates over the past few 
years. Deposits city banks declined during 
1956 and 1957, country members enjoyed 
modest increases during that period. 

may seem peculiar that the changing 
agricultural situation not more clearly evi- 
denced the comparative deposit behavior 
reserve city and country banks. The coun- 
try bank classification, however, not com- 
prised solely “agricultural” banks. Some 
relatively large cities are included—Albu- 
querque and Bartlesville, for example—as 
well many small towns whose deposits bear 
little relation agricultural activities. Subur- 
banization major metropolitan areas, more- 
over, has promoted deposit growth country 
banks the outlying areas over the past few 
years. Also, the correspondent relationship 
between country and reserve city banks leads 
the latter experience some the effects 
variations farm income through changes 
interbank balances. 

The effects fluctuating agricultural in- 
come country bank deposits stand out 
plainly the deposit experience 105 small 
rural banks the District, selected because 
the large proportion their loans farm- 
ers. These “agricultural” banks experienced 
per cent decline privately held deposits 
between year-end 1952 and 1956. the end 
1957, however, definite upturn was ac- 
companying the improvement farm income, 
and seasonal deposit declines during the 
spring 1958 were much smaller than dur- 
ing the previous few years. 


Comparative Deposit Trends Six Cities 


Total deposits reserve city banks indi- 
vidual District cities generally have remained 
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within range plus minus per cent 
the 1955 average daily deposits during 
the past years. Experience among the 
cities has varied, however, according the 
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Deposits the Upswing 


fortunes key industries, the closeness 
their link with agriculture, and the impact 
suburbanization, name some the more 
important factors. Compared with year 
earlier, deposits have advanced all cities 
during the first half 1958. 

may seen from the charts page 
15, definite downward trend total de- 
posits was evident Kansas City and Omaha 
from 1955 through 1957. Lagging inter- 
bank deposits were contributing factor 
Kansas City and lack strength other 
demand deposits occurred well. Time de- 
posits failed grow during 1957, but June 
1958 had advanced level 14.8 per cent 
above the year-end figure. Omaha, both 
interbank and other demand deposits lagged 
somewhat, but perhaps the most unusual fac- 
tor the decline has been the gradual erosion 
time deposits—apparently due mainte- 
nance lower interest rates these accounts 
trend which has persisted into 1958. 
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reserve cities this state. 


Although somewhat below the 1955 
total deposits Wichita remained stable 
during 1956 and 1957, with surge time 
deposits spurring upturn the first 
1958. June, time balances stood 
per cent above the average for 1955, with 
most one half the dollar increase having 
occurred during the current year. 

Denver and Oklahoma City, total 
posits reserve city banks remained nearly 
the same level during the entire period, with 
Denver experiencing slight 
Both cities have recorded good gains time 
deposits and the higher level interbank 
counts has been especially important during 
the first half 1958. 

Only Tulsa, the six cities listed, 
significant growth trend observable the past 
few years. Increasing interbank balances, 
relatively stable volume other demand 
posits, and impressive gain time 
counts all contributed the upward 
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